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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Trustees '
White City Water Improvement District

Sandy, UT

We have audited the accompanying basic financial statements of White City Water
Improvement District as of and for the year ended December 31, 2005, as listed in
the table of contents. These financial statements are the responsibility of the

District’s management. Our responsibility is to express an opinion on these basic
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards , issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence

supporting the amounts and disclosure in the financial statements. An audit also

includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis on our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all
material respects, the financial position of White City Water Improvement District.
as of December 31, 2005, and the results of its operations and cash flows for the
year then ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued a report
dated May 3, 2006 on our consideration of White City Water Improvement
District’s internal control over financial reporting and our tests of its compliance

- with certain provisions of laws, regulations, contracts, and grant agreements and

other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in
assessing the results of our audit. ‘




The management’s discussion and analysis on pages 3 through 6, is not a required
part of the basic financial statements but is supplementary information required by
the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion
on it.

 Yansen Bradohoy Malmiose § Enchson, Prc.

May 3, 2006
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MANAGEMENT’S DISCUSSION AND ANALYSIS

History of District

In December of 1993 the WHITE CITY WATER IMPROVEMENT DISTRICT was created as a
political subdivision of Salt Lake County under section 17A-2-301 of Utah State Code. The

. district has the authority to levy taxes and issue bonds. The current board of trustees believe in
cost based rates; therefore, we currently do not tax the district members. The district currently

serves 4142 connections with an estimated population of 17,000.

This section of the White City Water Improvement District’s (the District) annual financial report
presents our analysis of the District’s financial performance during the year ended December 31,
2005. We encourage readers to consider the information presented here in conjunction with the -
financial statements and accompanying notes to enhance their understanding of the District’s
financial activities.

Financial Highlights:

¢ Revenues were up slightly due to hot and dry conditions in the summer months.

¢ In March of 2005 the District refunded its 1996 G.O. Bonds of $1,250,000, 1996 Rev
Bonds of $1,665,000 and $2,285,000 of our 2001 Revenue Bonds. By doing this the
district was able to realize an economic gain of $540,000, and payoff these bonds a few
years earlier.

¢ In March of 2005 the District also paid off its Bond Anticipation Notes of $525,000 from
cash on hand.

* Net Assets increased by $238,897 due to conservative budgeting and tighter controls on
operating expenses. The District also took several measures to cut costs of operations in
200s5.

¢ In order to further cut costs, the District combined the general legal counsel and general
manager positions.

Overview of Financial Report:

This annual report consists of two parts: Management’s Discussion and Analysis and Financial
Statements. The Financial Statements also include notes that explain in more detail some of the
information in the financial statements.

Management’s Discussion and Analysis (MD&A) serves as an introduction to the basic financial
statements and supplementary information. The MD&A represents management’s analysis of the
District’s financial condition and performance.

The financial statements report information about the District using full accrual accounting
methods as utilized by similar business activities in the private sector. They include a balance
sheet; a statement of revenues, expenses and changes in net assets; a statement of cash flows; and
notes to the financial statements. The balance sheet presents the financial position of the District

~on a full accrual historical cost basis. While the balance sheet provides information about the

nature and amount of resources and obligations at year end, the statement of revenues, expenses
and changes in net assets presents the results of business activities over the course of the year and




information as to how the net assets changed during the year. The statement of cash flows
presents changes in cash and cash equivalents, resulting from operating, non-capital and related
financing, capital and related financing, and investing activities. In other words, it provides
information regarding where the cash came from and how it was used, and the change in cash
balance during the reporting period. The notes to the financial statements provide required
disclosures and other information that are essential to the full understanding of material data
provided in the statements. The notes present information about the District’s accounting

- policies, significant account balances, obligations, commitments, contingencies and subsequent

events, if any.

Over view of the financial statements:

This discussion and analysis is intended to serve as an introduction to the District’s basic
financial statements. This report also contains other supplementary information in addition to the
basic financial statements themselves. The financial statements are designed to provide readers
with a broad overview of the District’s finances, in a manner similar to a private sector business.

The statement of net assets presents information on all of the District’s assets and
liabilities, with the difference between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of the
District is improving or deteriorating.

The statement of revenues and expenses and changes in net assets presents information
showing how the District’s net assets changed during the current fiscal year. All changes in net
assets are reported as soon as the underlying events giving rise to the change occurs, regardless of
the timing of related cash flows. Thus, revenues and expenses are reported in this statement for
some items that will only result in cash flows in future fiscal periods (e.g. earned but not used
vacation and sick leave).

The District maintains only one type of proprietary fund, it is an enterprise fund. White
City Water Company is included in this fund as a component unit. Funds are grouping or related
accounts that are used to control certain resources that have been segregated for specific activities
or objectives. The District uses fund accounting to comply with finance related legal
requirements.

Financial Analysis:

To. begin our analysis, a summary of the District’s balance sheet is presented in the schedule
below. In this section we will discuss and analyze significant differences between years.

White City Water Improvement District

Balance Sheet
. 2004 2005
. Current Assets

Current and Other Assets ~ $8,278,170 $ 7,222,729
Capital Assets-net 6,803,940 6,912,097
Total Assets $15.082,110 $14.134,826
Current Liabilities $ 1,263,720 $ 747,862
Non-current Liabilities 12,615,000 11,944,671

Total Liabilities $ 13,878,720 $12.692.539
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. 2004 2005
Net Assets Invested in Capital Assets, Net of Related Debt $(1,843,540) $ 189,892
Net Assets Restricted 1,490,956 691,884
Net Assets Unrestricted 1,555,974 560,511
Total Net Assets $1.203,390 $ 1.442.287

Total Liabilities and Net Assets $15.082,110 - $14.134 826

The balance sheet includes all of the District’s assets and liabilities, and equity which is
categorized as either invested in capital assets, net of related debt; restricted; or unrestricted. Net
assets may serve as a useful indicator of a government’s financial position. As can be seen from
the schedule above, assets exceeded liabilities by $1,442,287 at the end of the year. This
represents an increase in net assets of $238,897 for 2005. A significant portion of the District’s
net assets, $189,892 (13.2%), reflects its investment in capital assets (e.g., land, buildings, water
lines, and equipment). The District uses these capital assets in its daily operations; consequently,
they are not available for future spending. An additional portion of the District’s net assets,

- $691,884 (48.0%) represents resources that are subject to external restrictions on how they may

be used.

While the balance sheet shows the change in financial position of net assets, the summary of the
District’s statement of revenues, expenses and changes in net assets, provides information
regarding the nature and source of these changes as seen in the following schedule. Net assets
increased in 2005 by $238,897 as a result of items mentioned in financial highlights.

White City Water Improvement District
Condensed Statement of Revenues, Expenses, and Changes in Net Assets

2004 2005

Operating Revenues $ 2,555,696 $ 2,596,825
Non-operating Revenues 954,362 46,916

Total Revenues $3,510,058 $2.643.741
‘Depreciation and Amortization Expense $ 279,602 284,573
Other Operating Expense ' 1,193,501 1,279,631
Non-operating Expense 833,705 840,640

Total Expenses $ 2,306,808 2,404,844
Change in Net Assets $ 1,203,250 238,987
Net Assets - Beginning of Year $ 140 1,203,390
Net Assets - Ending of Year $ 1,442,287

$ 1,203,390

Operating revenues are up by 2% or an increase of $41,129 over the prior year.

Non-operating revenues decreased by $907,446 most of which was due to a one time payment in
2004;which was part of the master settlement with Sandy City.

The Net Assets of the District increased by $ 238,987 in 2005.




Capital Asset and Debt Administration:
Capital assets. The District’s investment in capital assets as of December 31, 2005, amounts to

- $6,912,097 (Net of accumulated depreciation). This investment in capital assets includes land,

buildings, water and sewer systems, and machinery and equipment. The District’s investment in
capital assets for the current fiscal year increased by 1.6% percent overall.

Major capital asset events during the current fiscal year included the following:

e Start of 700 E 10" line replacement

8”Loop Project for Larkspur to Silver mountain
System upgrades and improvements

SCADA system and security improvements
Purchase of Fleet Vehicles

Capital Assets
Net of Depreciation

2004 2005

Land $ 616,061 $ 616,061
Buildings and improvements 105,720 100,862
Water wells and storage facilities 3,558,105 3,459,711
Supply and transition lines 2,328,196 2,524,478
Water meters and hydrants 81,064 94,576
Machinery and equipment 105,979 107,797
Office furniture and equipment 8.815 8,612

TOTAL —$6.,803.940 $6.912.007

Long-term debt. At the end of the current fiscal year, the District had total debt of $11,970,000,
of this amount $7,015,000 comprises debt backed by the full faith and credit of the District and
$4,955,000 represents bonds secured solely by specified revenue sources. The District’s long
term debt decreased by $1,025,000 during the current fiscal year.

Long-Term Debt

2004 2005
General obligation bonds ‘ $ 7,065,000 $ 7,015,000
‘Water revenue bonds ' $ 5,930,000 4,955,000

TOTAL $12.995.000 $11,970.000

~ Final Comments:

This financial report is designed to provide taxpayers, customers and creditors with a general
overview of the District’s finances and to demonstrate the District’s accountability for the money
it receives. If you have questions regarding this report or need additional financial information,
contact the Finance Manager of the White City Water Improvement District, 999 East Galena
Drive, Sandy, Utah 84094 or by telephone (801) 571-3991.




WHITE CITY WATER IMPROVEMENT DISTRICT
: Balance Sheet

" December 31, 2005
ASSETS Water “Water
District Company Total
Curren'tl assets:
Cash and cash equivalents:
Unrestricted $ 1,039,699 $ 12,747 $ 1,052,446
Restricted 691,884 - 691.884
Total cash and cash equivalents 1,731,583 12,747 1,744,330 .
Receivables:
Customer accounts receivable 165,749 - 165,749
Interfund : 478,611 ( 478,611) —
Inventories 52,363 -— 52,363
Prepaid expenses 12,492 --- 12,492
Total current assets 2440798  (_465.864) 1,974.934
Capital assets (net of accumulated depreciation) 6,792,532 119,565 6,912,097
Water stock and water rights 163 3,389,638 3,389,80i
- Deposit in escrow 226,410 -—- 226,410
" Goodwill, net of accumulated amortization of $613,380 - 501,864 501,864
Deferred bond issue costs (net of accumulated
amortization of $494,677) 1,129,720 - 1.129.720
Total noncurrent assets 8.148.825 4.011.067 12.159.892
Total assets $10.589.623 $3.545.203 $14,134.826



WHITE CITY WATER IMPROVEMENT DISTRICT
Balance Sheet (Continued)

- See the accompanying notes to the financial statements.
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December 31, 2005
~ LIABILITIES AND NET ASSETS .
Water Water
District Company Total
Liabilities:

Current liabilities:

' Accounts payable $ 62,362 $ 13,997 $ 76,359
Accrued expenses 5,571 - 5,571
Accrued interest ' 209,080 --- 209,080,
Accrued compensated absences 21,852 - 21,852
Current maturities - general obligation bonds payable 85,000 - 85,000
Current maturities - revenue bonds payable » 350.000 e 350,000

Total current liabilities 733,865 13,997 747.862
Noncurrent liabilities:
Bond issuance premium 409,677 -—- 409,677
General obligation bonds payable - net of _
current maturities 6,930,000 - 6,930,000
Revenue bonds payable - net of current maturities 4,605,000 - 4,605,000
Total noncurrent liabilities 11.944.677 o 11,944,677
Total liabilities , 12,678,542 13.997 12.692.539
Net assets: ‘
Invested in capital assets, net of related debt ( 3,821,175 4,011,067 189,892
Restricted 691,884 - 691,884
Unrestricted v - 1,040.372 (___479.861) 560.511
Total net assets | (_2088919) _3.531.206 1442287
Total liabilities and net assets $10,589.623 $3,545.203 $14,134.826




WHITE CITY WATER IMPROVEMENT DISTRICT

Statement of Revenues, Expenses and Changes in Net Assets
For the Year Ended December 31, 2005

Operating revenues:
Water sales
Cost of water sold
Net revenue from water sales

Operation and maintenance fee
Service connections and other service fees
Penalty charges '
Miscellaneous
- Total net operating revenues

Operating expenses:

Salaries and wages
Dues and memberships
Employee benefits
Payroll taxes
Contract services
Repairs and maintenance
Utilities and telephone
Insurance
Office supplies and postage
Travel

' Accounting
Miscellaneous
Employee training

* Depreciation expense

Total operating expenses

Net operating income (loss)

Non-operating revenues {(expenses):
Interest income

. Amortization of goodwill -
Interest expense

Amortization and write-off of bond issue costs

Total non-operating revenues (expense) (___737,962)

Change in net assets

Net assets, beginning of year

Net assets, end of year

Water Water

District Company Total

$2,542,306 $ - $2,542,306
(11.005,382) 976,875 ( 28.507)

1,536,924 976,875 2,513,799

989,129 (  989,129) —
6,953 --- 6,953
46,803 - 46,803
29270 —- 29,270
2.609.079 ( 12,254) 2.5 25
414,107 - 414,107
7,884 - 7,884
93,965 - 93,965
5,630 - 5,630
94,613 28,927 123,540
200,911 — 200,911
288,345 .- 288,345
34,335 - 34,335
34,052 - 34,052
18,887 - 18,887
18,095 - 18,095
21,040 12,752 33,792
6,088 --- 6,088
187.910 96.663 284,573
1.425.862 138.342 1.564.204
1.183.217 (__150.596) 1.032.621
46,916 - 46,916
- ( 55,762) . ( 55,762)
( 563,208) - ( 563,208)
(221,670 - (__221.670)
( 55,762) (__793.724)
445,255 ( 206,358) 238,897
(2,534.174) 3.737.564 1.203.390
($2.088.919) 3,531,206 1,442 287

- See the accompanying notes to the financial statements.
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WHITE CITY WATER IMPROVEMENT DISTRICT
Statement of Cash Flows

For the Year Ended December 31, 2005

Water Water
District Company Total
Cash flows from operating activities: o
Receipts from customers and users $2,672,120 $ - $2,672,120
Payments for water ( 16,253) - ( 16,253)
Payments to suppliers ( 708,542) ( 39,936) ( 748,478)
Payments to employees : (. 518951) - (_518.951)
Net cash provided (used) by
operating activities 1,428.374 (___39.936) 1,388,438
Cash flows from capital and related financing activities:
Issuance of bonds and bond anticipation notes 4,985,794 - 4,985,794
Interest paid on bond anticipation notes ( 13,125) - ( 13,125)
Purchases of capital assets ( 307,416) ( 85,313) (  392,729)
Deposit held in escrow ( 226,410) - ( 226410)
Bond issue costs paid ( 426,296) - (  426,296)
Principal paid on bonds and
bond anticipation notes ( 6,105,000) --- ( 6,105,000)
Interest paid on bonds (__642.637) - (__642.637)
Net cash used in capital and related
financing activities (_2.735.090) (__85313) (_2.820,403)
Cash flows from investing activities:
Intercompany advances (  125,209) 125,209 -—
Interest received 44.474 o 44.474
Net cash provided by (used in)
investing activities - (___80.735) 125.209 44,474
Net increase (decrease) in cash and cash equivalents ( 1,387,451) ( 40) ( 1,387,491)
Cash and cash equivalents - beginning of year 3.119.034 12.787 3.131.821
Cash and cash equivalents - end of year $1.731,583 $ 12747 $1,744,.330
Cash appears on the balance sheet as follows: -
Cash and cash equivalents - unrestricted $1,039,699 $ 12,747 $1,052,446
Cash and cash equivalents - restricted 691.884 - 691,884
$1,731,583 $ 12747

See the accompanying notes to the financial statements.
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WHITE CITY WATER IMPROVEMENT DISTRICT

Statement of Cash Flows (Continued)
For the Year Ended December 31, 2005

Reconciliation of operating income to net cash
provided by operating activities: '
Operating income (loss) _
Adjustments to reconcile operating income (loss)
to net cash from operating activities:
Depreciation
Change in operating assets and liabilities:
(Increase) decrease in:
Receivables
Inventory
Prepaid expenses
Increase (decrease) in:
Accounts payable
Accrued expenses
Accrued compensated absences

Net cash provided (used) by operating activities

Non-cash investing, capital and financing activities:

The District recognized the amortization of bond issue
costs in the amount of $221,670 in 2005.

11

Water
District

$1,183,217

187,910

46,788

( 13,260)

7,255

21,713
( 847)
( 4.402)

$1.428374

See the accompanying notes to the financial statements.

Water
Company

(3150,596)

96,663

(8_39.936)

—
=1
=N

$1,032,621
284,573

46,788
( 13,260)
7,255

35,710
( 847)
(—__4.402)

$1.388.438




WHITE CITY WATER IMPROVEMENT DISTRICT
Notes to the Financial Statements
For the Year Ended December 31, 2005

REPORTING ENTITY AND SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of White City Water Improvement District (the District) conform to
generally accepted accounting principles as applicable to government units and are in
accordance with established State of Utah legal restrictions as promulgated in the Fiscal
Procedures Act. The following is a summary of the more significant policies. :

Remﬁing Entity

In determining the reporting entity, the District applied the criteria of Statement No. 14 of
the Government Accounting Standards Board. The underlying concept of Statement No.
14, is that the financial reporting entity consists of the primary government, organizations
for which the primary government is financially accountable and other organizations for
which the nature and significance of their relationship with the primary government are such
that exclusion would cause the reporting entity’s financial statements to be misleading or

- incomplete. The criteria used for determining financial accountability is whether the
District’s board of the primary government can impose their will on the PCU and whether

the PCU imposes a financial benefit or burden on the primary government. The District
applied these criteria and concluded White City Water Company, a public utility corporation
which is owned 100% by the District, should be reported as a blended component unit.

Financial Reporting Model

The District implemented a new financial reporting mode! in 2004, as required by the
provisions of GASB Statement No. 34, Basic Financial Statements and Management’s
Discussion and Analysis for State and Local Governments, GASB Statement No. 37, Basic
Financial Statements and Management’s Discussion and Analysis for State and Local
Governments: Omnibus, and GASB Statement No. 38, Certain Financial Statement Note
Disclosures.

Measurement Focus and Basis of Accounting

The District is an enterprise fund which is reported using the economic resources

- measurement focus and the accrual basis of accounting. Enterprise funds -are used to

account for operations that are financed and operated in a manner similar to private business
enterprises - where the intent of the governing body is that costs of providing goods or
services to the general public on a continuing basis be financed or recovered primarily
through user charges. Revenues are recognized when they are earned, expenses are
recognized when a liability is incurred, regardless of the timing of related cash flows.

The District applies all relevant Governmental Accounting Standards Board (GASB)
pronouncements. The District applies Financial Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before
November 30, 1989, unless those pronouncements conflict with or contradict GASB
pronouncements, in which case, GASB prevails.

12




as incurred.

WHITE CITY WATER IMPROVEMENT DISTRICT
Notes to the Financial Statements (Continued)
For the Year Ended December 31, 2005

REPORTING ENTITY AND SIGNIFICANT ACCOUNTING POLICIES(CONTINUED)

Inventories

The District maintains inventories of meters, repair parts and operating supplies.
Inventories are stated at cost.

Capital Assets and Related Depreciation

Depreciation is computed on the straight-line method based on the estimated useful life of
the assets ranging from 3 to 50 years. Maintenance and repairs are charged against income

Amortization of Deferred Bond Issue Costs

Bond issuance costs are being amortized over the life of the bonds, or until the bonds are
fully retired, on a straight-line method, for the 2005 bonds and on an interest method for the
1997 and 2001 bonds.

Income Taxes

The District is exempt from all federal and state income taxes as political division created by
Utah State law.

Cash Equivalents

For purposes of the statement of cash flows, the District considers all highly liquid
investments with a maturity of three months or less when purchased to be cash equivalents.

Compensated Absences

District employees are granted vacation and sick leave in varying amounts. No more than
28 days of vacation can be carried over to the next year. Terminated employees are paid
25% of the current year’s sick time accrued. Retired employees are paid 25% of their

- unused sick leave to be used for health insurance premiums or they can receive a 10%

payout of unused sick leave. The cost of vacation and sick leave is recorded as a liability
when earned. S

Property Taxes

The District was created as a special taxing district and has the authority to tax the real
property of property owners within the District. Currently, the District has elected not to
collect property taxes.

Use of Estimates

Presenting financial statements in conformity with generally accepted accounting principles
requires management to make certain estimates concerning assets, liabilities, revenues and
expenses. Actual results may vary from these estimates.




WHITE CITY WATER IMPROVEMENT DISTRICT
Notes to the Financial Statements (Continued)
For the Year Ended December 31, 2005

DEPOSITS AND INVESTMENTS

~ Deposits and investments for the District are governed by the Utah Money Management Act

(Utah Code Annotated, Title 51, Chapter 7, “the Act”) and by rules of the Utah Money
Management Council (* ‘the Councxl”) Following are discussions of the District’s exposure to
various risks related to its cash management activities.

Custodial Credit Risk

Deposits. Custodial credit risk for deposits is the risk that in the event of a bank failure, the
District’s deposits may not be recovered. The District’s policy for managing custodial credit risk

- 1s to adhere to the Money Management Act. The Act requires all deposits of the District to be in

a qualified depository, defined as any financial institution whose deposits are insured by an
agency of the federal government and which has been certified by the Commissioner of Financial

‘Institutions as meeting the requirements of the Act and adhering to the rules of the Council. As

of December 31, 2005, $115,345 of the District’s bank balance of $228,126 were uninsured and
uncollateralized.

Investments

The Money Management Act defines the types of securities authorized as appropriate investments
and the conditions for making investment transactions. Investment transactions may be
conducted only through qualified depositories, certified dealers, or directly with issuers of
investment securities.

~ The Act authorizes investments in both negotiable and nonnegotiable deposits of qualified

depositories and permitted negotiable depositories; repurchase and reverse repurchase
agreements; commercial paper that is classified as “first tier: by two nationally recognized
statistical rating organizations, one of which must be Moody’s Investors Services or Standard &
Poor’s; bankers acceptances; obligations of the United States Treasury including bills, notes and
bonds, obligations, other than mortgage derivative products, issued by U.S. Government
sponsored enterprises (U.S. Agencies) such as the Federal Home Loan Bank System, Federal
Home Loan Mortgage Corporation (Freddie Mac), Federal National Mortgage Association
(Fannie Mae), and Student I.oan Marketing -Association-(Sallie Mae); bonds, notes, and other
evidence of indebtedness of political subdivisions of the State; fixed rate corporate obligations
and variable rate securities rated “A” or higher, or the equivalent of “A” or higher, by two
nationally recognized statistical rating organizations; and shares or certlficates in a money market
mutual fund as defined in the Act.
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WHITE CITY WATER IMPROVEMENT DISTRICT
-Notes to the Financial Statements (Continued)
' For the Year Ended December 31, 2005

The Districts investments at December 31, 2005 are presented below:

Investment Maturities (in vears)

Credit Risk

. Fair Less More
Investment Type . Value than ] 15 6-10 Than 10
Debt Securities:

Utah Public Treasurer’s Investment Fund $1,069,782 $1,069,782 $--- $--- $ -
U.S. Treasuries 459.353 459.353 - -
" Total Debt Securities ‘ $1.529.135 $1,529.135 S $ - ---

Credit risk is the risk that the counterparty to an investment will not fulfill its obligations. The
District’s policy for limiting the credit risk of investments is to comply with the Money

Management Act.

The District is authorized to invest in the Utah Public Treasurer’s Investment fund (PTIF), an
external pooled investment fund managed by the Utah State Treasurer and subject to the Act and
Council requirements. The PTIF is not registered with the SEC as an investment company, and
deposits in the PTIF are not insured or otherwise guaranteed by the State of Utah. The PTIF
operates and reports to participants on an amortized cost basis. The income, gains, and losses, net
of administration fees, of the PTIF are allocated based upon the participant’s average daily

balances.

The District’s debt investments ratings at December 31, 2005 are presented below:

Quality Ratings

Fair
Investment Type Value AAA - AA A Unrated
Debt Securities: , _ :

Utah Public Treasurer’s Investment Fund $1,069,782 $ -- $ - $---  $1,069,782
~ U.S. Treasuries ‘ 459.353 459,353 L mes - -a=
Total Debt Securities $1.529.135  $459.353 $--- $-—-  $1.069.782
Interest Rate Risk:

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. The District manages its exposure to declines in fair value by investing mainly in the
PTIF and by adhering to the Money Management Act. The Act requires that the remaining term

15
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WHITE CITY WATER IMPROVEMENT DISTRICT
Notes to the Financial Statements (Continued)
For the Year Ended December 31, 2005

ACQUISITION OF WHITE CITY WATER COMPANY

On February 13, 1995, the District purchased all of the outstanding stock of White City Water
Company, a privately held registered public utility corporation, dba Lone Peak Water Company

- (Lone Peak), for the amount of $6,636,000, which was deemed to be the fair market value of the

stock. The net book value of assets and liabilities in the Company on February 13, 1995 was
$5,520,757. On this date, subsequent to the purchase of the Company, the Company transferred
certain assets and liabilities to the District at net book value totaling $1,367,854. The Company
retained all of the water rights, well sites and water storage facilities, which had a net book value of
$4,152,903. The difference between the purchase price and the net book value of assets and
liabilities in the Company on the date of purchase represents goodwill, which totaled $1,115,243.
Goodwill is being amortized over twenty years.

CAPITAL ASSETS
Capital asset activity for the year ended December 31, 2005 was as follows:

Beginning Ending

: Balance Increases Decreases Balance
Capital assets, not being depreciated: ,
Land $ 616.061 $ _--- $ - $ 616061
. Total capital assets, not ‘
being depreciated 616.061 o --- 616.061
Capital assets being depreciated:
Buildings and improvements 142,696 -— - 142,696
Office furniture and equipment 124,453 2,452 - 126,905
Machinery and equipment 459,149 28,158 - 487,307
Water wells and storage facilities 4,828,637 85,313 --- . 4,913,950
Supply and transmission lines 2,935,443 © 258,949 -— 3,194,392
Water meters and hydrants 222439 17.858 - 240.297
Total capital assets
being depreciated 8.712.817 392.730 - 9.105.547
Less accumulated depreciation for:
Buildings and improvements 36,976 4,858 - . 41,834
Office furniture and equipment 115,638 2,655 --- 118,293
Machinery and equipment . 353,170 26,340 - 379,510
Water wells and storage facilities 1,270,532 183,707 --- 1,454,239
Supply and transmission lines 607,247 62,667 - 669,914
Water meters and hydrants 141.375 4,346 o 145721
Total accumulated depreciation _2.524938 __ 284573 - 2 11
Total capital assets being
depreciated, net 6.187.879 108.157 o _6.296.036
Capital assets, net ‘ $6.803,940 $ 108,157 -—- $6.912.097
16




WHITE CITY WATER IMPROVEMENT DISTRICT
Notes to the Financial Statements (Continued)
For the Year Ended December 31, 2005

RESTRICTED ASSETS

Restricted assets consisted of amounts maintained by bond trustees as required by the 1997, 2001
and 2005 water bonds. Following is a summary of restricted assets at December 31, 2005:

Restricted assets:

1997 G.O. Bond Fund $229,461
2001 Revenue Bond Fund 336,749
2005 Revenue Bond Fund _122.604
Total restricted assets maintained by trustee 688,814
Landscape/Site Improvement Bond 3.070
Total restricted assets $691.884
LONG-TERM DEBT

General Obligation Bonds

The District issues general obligation bonds to provide funds for the acquisition and construction
of major capital facilities and to purchase the White City Water Equity Investment. The original
amount of general obligation bonds issued in prior years that were not defeased was $5,960,000.

General obligation bonds are direct obligations and pledge the full faith and credit of the

government. General obligation bonds currently outstanding are as follows:

Purpose Interest Rates Amount
General Obligation Water Refunding
Bonds Series 1997 4.00 - 5.30% $5,785,000
General Obligation Water Refunding
Bond Series 2005 3.25% - 5.00% 1,230,000
. Total general obligation bonds payable 7,015,000
Less: current maturities 85.000
Total long-term general obligation bonds $6,930,000
17
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WHITE CITY WATER IMPROVEMENT DISTRICT
Notes to the Financial Statements (Continued)
For the Year Ended December 31, 2005

LONG-TERM DEBT (CONTINUED)

Annual debt service requirements to maturity for general obligation bonds are as follows:

Principal Interest Total
2006 $ 85000 $ 359,237 $ 444,237
2007 90,000 356,048 446,048
2008 90,000 352,673 442,673
2009 ‘ 95,000 349,145 444,145
2010 . 280,000 . 340,961 . 620,961 -
2011-2015 1,725,000 1,466,586 3,191,586
2016-2020 2,225,000 955,100 3,180,100
2021-2025 2.425.000 326.696 2.751.696

7.015.000 506446 $11,521.446
Revenue Bonds

The District issued revenue bonds to provide funds for the acquisition and construction of major
capital facilities and to purchase the White City Water Equity Investment. The original amount of
revenue bonds issued in prior years that were not defeased was $5,000,000. Revenue bonds
currently outstanding are as follows: '

Interest Rates ~ Amount
Water Revenue and Refunding
3.00-5.20% $1,630,000
Water Revenue and Refunding

- Bonds Series 2005 3.25-5.00% _3.325.000
Total revenue bonds payable 4,955,000
Less: current maturities = ‘ 350.000
Long-term revenue bonds payable 4,605,000

Annual debt service requirements to maturity for revenue bonds are as follows:

Principal Interest Total

2006 $350,000 $222,960 $572,960
2007 365,000 209,335 574,335
2008 380,000 194,563 574,563
2009 395,000 178,759 573,759
2010 225,000 166,214 391,214
2011-1015 - 1,270,000 682,838 1,952,838
2016-2020 1,600,000 340,000 1,940,000
2021 370,000 18.500 388.500
‘Total $4.955.000 $2,013.169 $6.968.169
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WHITE CITY WATER IMPROVEMENT DISTRICT
Notes to the Financial Statements (Continued)
For the Year Ended December 31, 2005

LONG-TERM DEBT (CONTINUED)

Notes Bond Anticipation
The District issued $525,000 of Bond Anticipation Notes during 2004, with interest at 3.0%.

- These notes were repaid in 2005.

Changes in Long-Term Liabilities

Long-term liability activity for the year ended December 31, 2005 was as follows:

Beginning - Ending
Balance - Increases Decreases ‘Balance
Business-type activities:
Bond payable:
General obligation bonds $7,065,000 $1,230,000 $1,280,000 $ 7,015,000
Revenue bonds 5930000 _3.325.000 _4,300.000 4.955.000
Total bonds payable 12,995,000 4,555,000 5,580,000 11,970,000
Bond anticipation notes 525,000 — 525.000 -
: Bﬁsiness type activity -
long-term liabilities $13.520,000 $4.555,000 $6.105,000 $11.,970.000
DEFEASED BONDS |

On March 2, 2005, the District issued $1,230,000 General Obligation Water Refunding Series

:2005 and $3,325,000 Water Revenue and Refunding Bonds Series 2005. The proceeds from
-these bonds, net of issuance costs of $139,442, together with a re-offering premium of $430,794

and previously held debt service reserve funds of $637,336, were deposited into an irrevocable
trust with an escrow agent. The total deposited with the escrow agent was $5,483,688, which will
be used to provide for the future debt payments of $1,250,000 of 1996 General Obligation bonds,

$1,665,000 of 1996 Water Revenue Refunding bonds, and $2,285,000 of the $3,915,000 2001
Water Revenue Refunding bonds. As a result, the total liability for these bonds have been

.removed from the District’s books. The District realized an economic gain (difference between

the present value of the old and new debt service payments) of $540,085 from the refunding. The
difference between the reacquisition price and the net carrying amount of the debt of $286,853 is
a deferred loss which was added to the unamortized bond issue costs and will be amortized
through the year 2021.
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WHITE: CITY WATER IMPROVEMENT DISTRICT
Notes to the Financial Statements (Continued)
For the Year Ended December 31, 2005

RELATED PARTY TRANSACTIONS

Watc_r Purchases and Facility Lease

The District has entered into a contract to purchase water from Lone Peak Water Company (a
wholly owned company). The District purchased 2,755.75 acre feet of water during 2005,
(2825.89 acre feet in 2004), at a cost of $976,875 ($985,763 in 2004) under the agreement. The
price of purchased water was $372.72 per acre foot through June and $345.75 throu gh
December. The agreement requires the company to supply the District water pumped from their
wells on an as needed basis.

Operation and Maintenance Fee

In conjunction with the purchase of water and the leasing of storage facilities from Lone Peak, the
District assesses Lone Peak a fee to operate and maintain the new sites and storage facilities and
for water transportation. The amount assessed Lone Peak Water Company during 2005 was

~ $989,129 (81,009,314 in 2004).

Interfund Receivable and Pavable

At December 31, 2005, Lone Peak Water Company owes the District $478,611. This receivable
was reduced in 2005 by the transfer of a well from Lone Peak to the District with a carrying value
of $1,503,216. The Water Company does not currently have the ability to pay this receivable
without increasing the price of water sold to the District in future years or charging other fees.

EMPLOYEE RETIREMENT PLANS

White City Water District contributes to the Local Government Noncontributory Retirement
System, which is a cost sharing multiple employer defined benefit pension plan, administered by
the Utah Retirement Systems (Systems). '

Utah Retirement Systems provide refunds, retirement benefits, annual cost of living adjustments,

and death benefits to plan members and beneficiaries in accordance with retirement statutes,
established and amended by the State Legislature.
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WHITE CITY WATER IMPROVEMENT DISTRICT
Notes to the Financial Statements (Continued)
- For the Year Ended December 31, 2005

EMPLOYEE RETIREMENT PLANS (CONTINUED)

The Systems are establiéhed and governed by the respective sections of Chapter 49 of the Utah

- Code Annotated 1953 as amended. The Utah State Retirement Office Act in Chapter 49 provides

for the administration of the Utah Retirement Systems and Plans under the direction of the Utah
State Retirement Board (Board) whose members are appointed by the Governor. The Systems
issue a publicly available financial report that includes financial statements and required
supplementary information for the Local Governmental Contributory Retirement System and the
Local Governmental Noncontributory Retirement System. A copy of the report may be obtained
by writing to the Utah Retirement Systems, 540 East 200 South, Salt Lake City, Utah 84102 or by

calling (800) 365-8772.

Funding Policy

In the Local Governmental Noncontributory Retirement System, the District contributed 11.09%
from January through June and 11.59% from July through December 2005 of their annual
covered salary. The contribution rates are the actuarially determined rates. The contribution
requirements of the Systems are authorized by statute Chapter 49 and specified by the Board.

The District contributions to the Noncontributory Retirement System for the years ending

-December 31, 2005, 2004, and 2003 were $33,171, $30,050, and $26,073 respectively. The

contributions were equal to the required contributions for each year.

- The District’s full-time employees also participate in the 401(k) plan administered by the system.
- The 2005, 2004, and 2003 employee contributions to the 401(k) plan were $11,456, $11,057 and

$10,101, respectively. The 2005, 2004, and 2003 District contributions to the 401 (k) plan were
$4,729, $8,937, and $7,103, respectively. ‘

COMMITMENTS

The District has entered into a long-term contract (perpetual) with the Jordan Valley Water
Conservancy District to purchase a minimum of 100 acre feet of water annually. The contract can
be modified by mutual consent-of the parties. The District purchased 100 acre feet at a net-cost of
$27,371 in 2005 (100 acre feet purchased in 2004). The rate charged by Jordan Valley Water
Conservancy District was $262.03 per acre foot from January through March, $327.54 from
April to June, and $360.29 for July through December.
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
White City Water Improvement District

We have audited the financial statements of White City Water Improvement District
as of and for the year ended December 31, 2005, and have issued our report thereon
dated May 3, 2006. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the

Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether White City Water
Improvement District’s financial statements are free of material misstatement, we
performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, -
accordingly, we do not express such an opinion. The results of our tests disclosed
no instances of noncompliance that are required to be reported under Government
Auditing Standards.

Internal Control Over Financial Reporting

In planning and. performing our audit, we considered White City Water
Improvement District’s internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting
would not necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements in amounts that
would be material in relation to the financial statements being audited may occur and
not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal
control over financial reporting and its operation that we consider to be material
weaknesses.
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This report is intended solely for the information of the board of trustees,
management and Utah State Auditor’s office and is not intended to be and should
not be used by anyone other than these specified parties.

' /%m%ﬂ, 5/?(/%@% Malmrose S Frickeon FC.

May 3, 2006

23




. Lynn Hansen, CPA
’larke R. Bradshaw, CPA
Gary E. Malmrose, CPA
win L. Erickson, CPA
ichael L. Smith, CPA

Jason L. Tanner, CPA
Robert D. Wood, CPA

.Iembers of the

American Institute

of Certified Public
ccountants

. Members of the
Private Company
ractice Section

Hansen, Bradshaw, Malmrose & Erickson
A Professional Corporation
CERTIFIED PUBLIC ACCOUNTANTS

559 West 500 South
Bountiful, Utah 84010
801-296-0200
Fax 801-296-1218

INDEPENDENT AUDITOR’S REPORT ON LEGAL COMPLIANCE
WITH APPLICABLE UTAH STATE LAWS AND REGULATIONS

Board of Trustees
White City Water Improvement District

We have audited the financial statements of White City Water Improvement District
for the year ended December 31, 2005, and have issued our report thereon dated
May 3, 2006. Our audit included test work on the District’s compliance with those
general compliance requirements identified in the State of Utah Legal Compliance
Audit Guide, including:

Public Debt
Cash Management
Other General Issues

Purchasing Requirements
Special Districts

The District did not receive any major or nonmajor State grants during the year
ended December 31, 2005.

The Management of White City Water Improvement District is responsible for the
District’s compliance with all compliance requirements identified above. Our
responsibility is to express an opinion on compliance with those requirements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and.
perform the audit to obtain reasonable assurance about whether material .
noncompliance with the requirements referred to above occurred. An audit includes -
examining, on a test basis, evidence about the District’s compliance with those

requirements. We believe that our audit provides a reasonable basis for our opinion.

The results of our audit procedures disclosed no instances of noncompliance with
the requirements referred to above.

In our opinion, White City Water Improvement District complied, in all material
respects, with the general compliance requirements identified above for the year

- ended December 31, 2005.
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This report is intended solely for the information of management and the Utah State
Auditor’s Office, and is not intended to be and should not be used by anyone other
than these specified parties. - ' :

Hansen, 5”“444‘”7 Ve § Err chson, P.C .

May 3, 2006

25




